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10 March 2005

TO: PRESIDENT’S ADVISORY PANEL ON FEDERAL TAX REFORM

Economy, 10528 Cross Fox Lane, Columbia MD 21044, 1-800-252-3126 or 1-410-

> FROM: STEVEN CORD (Professor-Emeritus, .U.P., currently President, Center for a Better
997-1182

There actually is a tax that creates jobs, quite irrespective of the revenue it collects:
even if the revenue were thrown away, the economy would still benefit!

This may sound too good to be true, but this tax has actually been applied in the world,
and all empirical studies show that it always has had good economic results. We should not
argue with the facts. The secret is to tax something that no one can produce rather than tax jobs
or what they produce. Here's what these studies show:

>>Most people get tax cuts (without diminishing government revenues at all)
>>The economy grows (because taxes on production have been considerably reduced).

I append below brief summaries of 22 representative studies of existing applications and
request permission to appear before the Panel to make a formal presentation of them and
to answer questions. The 22 studies are taken from 237 in my possession (and | have more); |
have spent a lifetime compiling these tax studies. As it happens, | induced 20 American localities
to adopt this type of tax, and all studies show good results.

Won't the Panel want to hear about these tax studies from someone who has compiled
them, and done some of them?

It has just occurred to me after writing the above request that | ought to specifically

address the Panel's listed questions:

(1) Unnecessary complexity and burdens — The current Income Tax Code is very
complex, taking at least 55,000 pages of IRS explanation requiring hordes of lawyers
and accountants to interpret. The tax | propose might take as many as three pages
of explanation and would impose no burden at all on productive efforts (in fact, it
would aid those efforts since it would motivate all land sites to be used productively).

(2) Unfair — it is unfair to tax production when an alternative is readily available.

(3) Distorts important business or personal decisions — rather than tax those decisions,
tax something that cannot be produced instead.
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by Steven B. Cord

| "‘Emplrrcal Support |
for Land Rent Taxatmn

Ihave recently dlscovered 237 empmcal studles (and could easﬂy l1st more) all

§ 'substantlatrng that when pnvate burldmg assessments are taxed ata | 'wer ercentageratef

: Readers can obtam ai copy\of thls,(2y37 report by wntmg to m 4 o)
Lane (E2) Columbra MD 21044 (cost $12, 2005). But reading 237 summanes of these
empirical studles can be a challenge to many readers, so here- follows a representatlve 22
of them

X

(1) The contrguous crtles of Allentown and Bethlehem in eastem Pennsylvama are
comparable as to size and economy. In 1997 Allentown became two-rate LRT; its
difference between land and building rates was expanded in that year. and in each of the
followmg four years while Bethlehem remained one-rate. i i B : s

Allentown’s new pnvate constructlon and renovat1on grew by 32% in dollar value
in the three years after it first adopted two-rate LRT as compared to the prior three years.
That was 1.8 times more than Bethlehem’s increase in private construction and




‘renovation even though Bethlehem was. the re01p1ent of much federal grant money during

1997-99 (not so for Allentown). :
' These figures are based on a study of c1ty—ha11 bu11d1ng—penmt data on file in the

Allentown and Bethlehem city halls, done by Benjamin Howells (science researcher and

former Allentown councilman), William Kells (sc1ence oriented busmessman) and -

Steven Cord (professor-ementu 1in 1999:The study was summanzed in Incentzve

T axation (IT 7/00) C

(2) Washmgton and nearby-Monessen (both in southwestem Pennsylvama) are

*'roulghly comparable as to size and economy. After Washington shifted some of its tax off .

buildings onto land in 1985, its new private construction and renovation increased by
33% in dollar value in the three years after the: two- rate adoptlon as compared to the pnor

(5) In 1989 Clazrton P‘ ., an mdustnal suburb of Plttsburgh was under dlrect
state fiscal control, officially labeled “ﬁnancmlly dlstressed ” Tt took the advice of the
prestigious Pennsylvania Economy League and went two- rate LRT, taxmg buxldmg
assessments at 2.105% and land’ assessments at IO% (mstead of both at 3. 7%). Dunng '

the three-year period after the switch, its taxable bulldmg perrmts were 8.5% more than 1n
the three years before (based on building-permit records in Clalrton City Hall) This is to -
be compared to the 5.8% decline i in a11 U. S bulldmg permlts dunng the same penods of
time (see IT 10/93). - S co :
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.. {6). 01l City, Pa. adopted two-rate LRT starting in January:1989 and increased its
new private construction and renovation 58.2% in the three following years as compared
to the three-years-before, while its nearby. one-rate but otherwise comparable neighbor,

- Franklin, Pa;; -experienced a deghne 12.2% in.the same time penods (based ona. study of
bulldmg-permlts issued in the two. c1ty halls see IT 11/94) oy o

(7). Pittsburgh s long two-rate LVT expenence has prov1ded’ many-studies:
n the years 1980-84, ‘when Plttsburgh was expanding the difference between its

land and building property-tax. rates ‘its new construction as measured by building-; : .-
permrts issued was fully 3.57 tlmes hlgher adjusted for 1nﬂat10n than'in the pre—change; :
- years of 1974 78 desplte the steady post-1980 contractlon of Plttsburgh’s steel 1ndustry e

_' dunng the ! same penod of t1me (sourc
- g,bulldrng-

, C ng'land and burldmgs the sam .
. ‘but the two-rate towns (taxing land more than bu1ld1ngs) expenenced a561%i 1ncrease— A
; _”,and the 46 towns that taked only land assessments expenenced an 850% i mcrease i

(9) Then there s the study by professors Wallace Oates and Robert Schwab, both
, of the Unlversny of Maryland They reported that 15 large 1 northeastern cities in'the U.S.
averaged a decline of 15.5% in their annual value of building permits issued between o
.+ 1960-1969 and 1980- 1989 but tWo-rate LRT Pzttsburgh recorded a 70.4% increase.
Columbus ‘Ohio was the only other city in the study recordlng an increase - a

rather modest 3 6% — but it had annexed some fast- growmg suburbs in the 1nter1m (see N
IT, 10/92) : > .

(10) In 1995, Professor Nlcolaus Trdeman of V1rg1n1a Tech Umversrty and his




then-graduate student, Florenz Plassmann (novv a professor at the University of

* Binghamton), completed a highly technical study of land value taxation in Pennsylvama :

entitled “A Markov Chain Monte Carlo Analysis of the Effect of Two-Rate Property.

Taxes on Construction.” See IT12/00 for the verbatim'conclusion of the:original study
~and the peer-rev1ewed Journal of Urban Economzcs 3/00 pp 216 47*for theifull study
‘ ~ To quote from their conclusion: & s 25 :
“The results’ say that for all four categones of constructlon an increase 1n the
- effective tax d1fferent1al is associated w1th an 1ncrease ‘i the average value per'permit. In
the ¢ase of’ resrdentral housing, a 1% increase in'the effective tax’ d1fferent1al is assocrated
with a 12% increase in the average ‘Value per unit.. .From the’ perspectlve of €conomic -

‘:'the center of Melbourne and wh1ch taxed land values only, had 50% more 'dwelhngs
"lable acre_m'the 1928 11942 ‘enod than srmllarly s1tuated suburbs

mcreased by 445 Whereas in the remalmng 47 loca11t1es factory employment decreased .
by 361 (source Aus, govt statistics in “Pubhc C’harges Upon | Land Values,” a 1961 study'
prepared by the General Councrl of Ratlng [local taxmg] Reform GCRR) " ,

(15) Twelve studzes in riiral Victoria found that the LRT only towns averaged a

- construction-and- renovation growth of 29% as compared to’ the growth of'theirreal-
estate-lncome-taxmg neighbors of a ‘modest 2.6% ini ‘'the same- penod of time (source

GCRR study of building-permits issued as reported in Progress Magazine, Melbourne

3/75).. LRT-only was always adopted as a result of a poll of landownersonly _

theory, 1t is: not at all surpnsmg that when taxes are taken off of buildings, people burld -




-(16) If eastern Americans fall through the earth, they will emerge near ‘Perth,
Western Australia (pop. 400,000).: 17 localities'in that vicinity taxed land values only:
they experienced a'34.36% increase in the total number of dwellings between 6/30/71

~and 6/30/76: The nine nearby localities taxing both land and burldlngs and presumably

’subJect to'the’ same economlc growth 1nﬂuences expenenced a O 02% decrease in the

r 22% of the 01ty s burldmg perm1ts but in each' of the: Five HeE
Jumped ﬁrst‘to 35% and then steadlly moved up »to 47%

Canadian Federatlon of Mayors and Mumclpahtles p. 31, by H. Bronson Cowzin)/ See "
IT, 12/81 s : i

two poorly developed downtown sites would be an. estlmated $150,851 more profitable to
build upon with an LRT- only property tax. If county and school taxes were also to adopt
LRT-only, then the extra proﬁt would approx1mate an estlmated $243 750 a year

" (22) Random- sample studres in smteen U. S 01t1es substantlated that most

homeowners pay less with a two-rate bulldrng-to land property-tax shrﬁ aT 56- 7- 76) h
One can easily ascertain by exactly how much each voter in a city would fare with this
two-rate approach before going public with the idea.

QO A crty-flmded 1980 study in New Castle, Pa. revealed that seven vacant. and'




' . assessments at the ‘same.one rate

-But wait a moment — I just finished a study of Pittsburgh that I must tell you
about.. I can’t restrain myself. Thrs should be the Absolute Chncher ‘Wait till you read

-about this one.

The city of Prttsburgh has taxed land assessments more than bulldlng assessments
ever smce 1915, but for the year 2001 and thereafter it reverted to- taxmg both types of

How come? An mterestlng questlon but we can only cons1der 1t bneﬂy here v

because'it i essentially irrelévant to What we are iny estlgatmg, whichis “What was the

effect of the land-to-building switch?” “Well, in'2001 the voters in Plttsburgh were
suddenly aroused to fever pitch as never before about the1r property tax because their new

R

j ’land assessments " uddenly incr , 1€ -,apohtrcal

“Much more ev1den e fo LRT could be cited, but Ibstop here because I don t want -

" to tax your patlence But isn’tit cornmon sense to expect that if you down-tax buildings,

you’ll have more and better burldmgs andif you up-tax land, land-51tes will have to be
more fully utrhzed‘7 Don t let preconcelved notlons trump loglc and hard emprncal
ev1dence : =y : L




7 renovation ] 1ncrease~ and most people;p‘

Empmcal Support S s
for Landf Rent Taxatlon 5

- Thave recently d1scovered 237 empmcal studies (and could easﬂy l1st more) all
- substantlatmg that when private bulldmg assessments; are. taxed at-a wer percentage rate
and land assessments are taxed at & hlgher percent A ~

studies come. from all over the: world;and
Key to Contznuous Prosperzty ‘

Lane (E2), Columbla MD 21044 (édét $12,2005). But readlng 237 summaries of
empirical studies can be a challenge to many readers so here follows a representatwe 22
ofthem ‘ T LT S o ‘ :

(l) The contl guous cities of Allentown and Bethlehem in eastern Pennsylvama are
comparable as to size and economy In 1997 Allentown became two-rate LRT; its -
difference between land and building rates was expanded in, that year. and in each ofthe .
followmg four years while Bethlehem. remained one-rate. ; e

- Allentown’s new private construction and renovatlon grew by 32% in dollar value
in the three years after it first adopted two-rate LRT as compared to the prior three years.
That was 1.8 times more than Bethlehem’s increase in private construction and
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T axatzon (IT 7/00)

renovation even though Bethlehem was the recrplent of much federal grant money during
1997-99 (not so for-Allentown). "

- These figures are based on a study of crty-hall bulldrng-permrt data on file'in the
Allentown and Bethlehem city halls, done’by Benjamin Howells (science researcher and -
former Allentown councilman), William: Kells (science-oriented businessman), and
Steven Cord (professor-ementus) in'1999 The study was summarlzed in Incentzve E

(2) Washmgton and nearb Monessen (both,m southwestern'Pennsylvama) are -
roughly comparable as to size and. economy, After Washington shifted some of its tax off -
buildings onto land in 1985, its new private construction and renovation increased by -
33% in dollar Value in the three years: after the. two-rate adoptlon as. compared to the pnor :

on file at c1ty hall see IT 12/99)

(5) In 1989 C’lazrton Pa., an 1ndustr1al suburb of Prttsburgh was under dlrect

state fiscal control ofﬁcrally labeled “ﬁnancrally distressed.” Tt took the advrce of the B

prestigious Pennsylvama Economy League and went two-rate LRT, taxmg burldrng
assessments at 2.105% and land assessments at’ 10% (1nstead of both at 3. 7%) Dunng

_ the three-year penod after the switch, its’ taxable bulldrng permits were 8.5% more than in

the three years “before (based on bu11d1ng -permit records in Clairton Crty Hall) This is to F;
be compared to the 5.8% declrne in all U S. bulldmg perm1ts dur1ng the same penods of
time (see IT 10/93). e i : :




i ofﬁ01a1 Mun1c1pal Yearbooks of the’ government of South Africa.

(6) Ozl Czty Pa adopted two-rate LRT startmg in J anuary 1989 and 1ncreased 1ts
new: pnvate construction and renovation,58.2% in the three following years as compared
to the three-years-before, while its nearby.one-rate but otherwise comparable neighbor,
Franklin, Pa.; experienced a decline 12.2% in the same time penods (based ona study of.

: bulldmg-permrts 1ssued in the two 01ty halls see IT 11/94) e :
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o '(7) Pzttsburgh s long two rate LVT expenence has prov1ded many studles b
- In the years 1980-84, when: P1ttsburgh was expanding the difference between 1ts
land and building property-tax rates; its riew construction as measured by building-- .. .
. permits issued was fully 3.57 times hlgher adJusted for 1nﬂat10n than in the pre- change ‘
 years of 1974- 78, desplte the steady post-1980. contraction. of Plttsburgh s steel industry
' (source Pennsylvama Economy League study of Plttsburgh’s two-rate tax 1985 . 16).

- during the same penod of time’ (sources table 1194 k
fbulldlng perm1t annual reports 01ty of P1ttsburgh)

(8) Godfrey Dunkley, an economlst and mechanical englneer specrahzmg: in th
des1gn and sale of fluid filtration equlpment extracted 1nterest1ng statistics from th

. =iHe compared 1959° assessments to’ 1979 assessments found th' th :
o itowns (taxmg land and bulldlngs the: same) 1ncreased the1r total assessments by 486%,

.~ _but the two-rate towns (taxing land more than bu11d1ngs) expenenced a 561% 1ncrease

“one

and the 46 towns that taxed only: land assessments expenenced an 850%

rate'to two N Tt 74 witched
-~ .to land tax1ng only 1ncreased by 996% (see IT 9/83‘) A later Dunkley study of a" T
: dlfferent time’ comparlson yielded similar. figures: .
In J; anuary 2005, Durnkley wrote me that ‘'to the best o: m recolle

, government property did not appear in the valuatlon rolls at that tlme

) Then there’s the study by professors Wallace Oates and Robert Schwab, both
of the University of Maryland. They reported that 15 large northeastern cities in the U.S.
averaged a decline of 15.5% in their annual value of building permits 1ssued between '
1960- 1969 and 1980-1989, but two-rate LRT Pzttsburgh recorded a 70. 4% increase.

Colurnbus Ohio was the only other city in the study recordlng an increase - a .
rather. modest 3.6% — but it had annexed some fast-growmg suburbs in the 1nter1m (see ‘
IT, 10/92). ' S

(10) In 1995, Professor Nlcolaus T1deman of Vlrglma Tech Unlversny and his




then-graduate student Florenz Plassmann (now.a professor at the: Umversrty of .
Binghamton), completed a highly technical study of land value taxation in Pennsylvania
entitled “A Markov Chain Monte Carlo Analysis of the Effect of Two-Rate Property.
~ Taxes on. Construction.” See IT 12/00 for the verbatim conclusion:of the original study -
' and the peer-reviewed Journal of Urban Economzcs 3/00 p ). 216- 47 for the full study &
To.quote from their conclusion:’ i
. “The results say that for all four categones of constructlon an increase in the ;
: 'effectlve tax differential is assocxated with ‘an mcrease 'in the average value per perrmt In
the'casé of res1dent1a1 houSmg, a'1% increase'in’ the efféctive tax differential is’ assocrated
‘with a 12% increase in the average value per unit... From the perspective of ¢ economic
theory, it is not at all surprlsmg that when taxes are ‘taken off of bulldmgs;people bulld
more, valuable bu11d1ngs But 1t _1s nlce to-}see the numbers =

i (14) In 64 suburbs outside central Melb
1955/56 to 1957/58; there were 42 ney factories, of ' :
‘ usmg LRT-only. In addition, factory employment in'thesg 17 LRT only lo¢alities ™+
increased by 445 whereas in the remalmng 47 local1t1es factory employment decreased
by 361 (source Aus govt. statistics in “Pubhc Charges Upon Land Values,” 'a 1961 study
prepared by the General Councﬂ of Ratmg [local taxmg] Reform GCRR) :

(15) T welve studzes in rural Victoria found that the LRT- only towns averaged a-
-construction- ~and-renovation growth of 29% as compared to the growth of therr real-
~ estate-income-taxing neighbors of a modest 2.6% in the ‘same penod of time (source:
' GCRR study of building-permits issued as reported in Progress Magazine, Melbourne -
3/75). LRT-only was always adopted as a result of a poll of landowners only ’
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G 22% of the crty s burldmg penmt but:ir each of the ﬁve ensulng years that percentage
Jumped ﬁrst to 35% and then, steadlly-moved up to 47°/ ;1n_1960 (these percentages are of o

(16) If eastern Americans fall through the earth, they will emerge near Perth,

Western:Australia (pop..400,000).:17 localities in‘that vicinity taxed land-values only;

they experienced a 34.36% increase in the total number of dwellings between 6/30/71 -
and 6/30/76.. The nine nearby localities taxing both land and buildings and presumably

: subJ ect.to the same ¢conomic-growth influences experienced a 0.02% decrease in the Rk
same t1me period (source Aus. govt. statlstlcs as crted in Progress 11/77 p 10)

S (1.7)'In:North Dakota .acco mg to USN&WR 4/3 “8 p\?’ k 4 farmers pald no tax
on farm bulldlngs A surveyb' ' hrgh_ ofﬁmal of the N.D League of C1t1es revealed that

Canadian F ederatlon of Mayors and;'Mummpahtles,
IT,:12/81:

(21) A c1ty-funded 1980 i
two poorly developed downtown 31tes would be an estrmated $15 O 851 more proﬁtable to

build upon with an LRT-only property tax. If county and school taxes were also to adopt
LRT only, then the extra proﬁt Would approxrmate an estunated $243, 750 a year

(22) Random-sample studles 1n 31xteen Us. cmes substantlated that most
homeowners pay less with a two-rate building-to- land property—tax shift (IT 56-7- 76)
One can easily ascertain by exactly how much each voter in a 01ty would fare with this

two- rate approach before going pubhc w1th the 1dea




‘Butwaita moment 1 Just ﬁmshed a study of Plttsburgh that I must tell you
about. I can’t restrain myself ThlS should be the Absolute Chncher Walt tlll you read
about this one. -~ - .o

- The city of P1ttsburgh has taxed land assessments more than bulldlng assessments

_ever since 1915, but for the year 200t and thereaﬁer 1t reverted to taxing both types of
assessments at the same one rate : 4 ~ B

Much more evidence for LRT could be cited, butl stop here because 1 don twant *
to tax your patlence ‘But isn’t it common sense to expect that if you down-tax bulldlngs
you’ll have more and better bulldmgs and if y you up-tax land land-51tes w111 have tobe
more fully utlhzed? Don t let preconce1ved notlons trump loglc and hard empmcal )
evidence. ' ‘

For more mformatzon about LRT consult www. Economchoom mfo or send your
comments to: Steven Cord, 10528 Cross Fox Lane, Columbza MD 21044;.1-800-252-

3126, stevencordZO()O@vahoo com. ' i
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